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> CONFERENCE BETWEEN THE JOINT COMMIT- 
o> LER ON ASSESSMENT AND COLLECTION 
Boi < OF FAXES AND REPRESENTATIVES 

ee OF VARIOUS RAILROADS. 


S . Wiitehead: a Rae S = ages ous 


| ane s ae faculties of Sth eens to the Belcan 
; ge of taxation word are pending befére this eae 


mes | thing to say need not feel obliged 
a se rise rit they have questions to ask we shall feel perfectly 
free to answer them. — | 
» We have had in the sessions of the legislature for years past 
"propositions relating to railroad taxation, always relating to an 
-. mmerease. We have had the attorneys of the railroads present 
a the arguments which they deemed sufficient against these bills, 
and the discussion has come over from one session of the leg 
Z lature to another. Jt has been thought by the committees 
- there was a side to this question which has not been piggy -y- 
; “discussed in the legislature, and that is the business side of it: 
We are very fortunate this afternoon in haying here in response 
to our invitation the presidents of the two pica test railroads in 
the northwest, men who are as familiar with railway affairs 
as we are with the concerns that occupy us. When we come to 
the legislature we are brought face to face immediately with 
_ these erdat questions. The proposition for the taxation of rail- 
“way companies involves a very large fraction of the property 
of the state. It involves the interests. of a great. many people. 
It involves many things pertaining to the eee policy which 
_ the legislature is presumed to consider in connection with legis- 
lation. that bears directly upon the business of the people. We 
_ have a great deal of legislation that relates to the customs of the 
people and the morals of the community and we have these 
questions which are economic and which are business in their 
“aspect. The question of taxation also has its moral side as we 
have learned from the investigations that have been made for 
us by our commissioners and by the investigations which we 
have made for ourselves. The proposition before this legisla- 
a is 5 perhaps pene outlined in the : of the tax 
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commission which have come in two years ago and at. this ses- 
sion. .We are here this afternoon to have these gentlemen who 
are men of railroad affairs, give us their views from the stand- 
point which they oceupy, and we are here to have them see, if 
possible, the questions which are before us, from the standpoint 
which we occupy. We are up to these questions, and we are 
here this afternoon to receive help from the men who know more 
about the railroad business and the railroad property than we do. 

One of the main questions that we have before us is the ques- 
tion of a policy of taxation. We have under our constitution a 
general property tax. The legislature is the master of the prop- 
erty that will be subjected to this general property tax, and the 
necessities of the people are in control of the rate of taxation, 
for we are compelled as a legislature to provide revenues which 
are required for the support of our state government, and the 
people who pay the taxes are the people who own the property 
and upon whom this burden, which is imposed upon that prop- 
erty by the legislature, falls. Now, if we can take up these 
questions, chase propositions, as these business men are accus- 
tomed to take up questions of perplexity and moment, as we 
gather around these tables this afternoon, we shall hope that we 
may come to a better understanding of each other and of both 
sides and all sides of the important question involved in the 
legislation of this legislature which relates to taxation. 

“The question of railway taxation has hitherto been separated 
by the policy which has been pursued, by the very nature of 
the bills which have been presented , and the question with us 
now is whether the same policy is to be continued or whether 
we are to come to a sufficient understanding of railway prop- 
erty to enable its share of taxation to be laid upon it as the 


shares which other properties pay are laid upon them, or whether’ 


we shall continue the policy of keeping railroad property in a 
class by itself and endeavoring by the rates which we fix to col- 


lect from the railway companies what the legislature deems to ~ 


be their proportionate share of the taxes collected for the sup- 
port of the government. ' 

I think I have sufficiently presented the Bs, which 
these committees have been studying here from day to day as 
they have met in informal session, and yet I realize that I have 
not sufficiently opened the way for just the sort of discussion 
that we look for, but gentlemen, I have done the best with it 
that I can and I ask these distinguished business men here to 
come to the assistance of these committees with all frankness 
and directness; if there are questions which we can answer, 
we shall be glad to make an answer, and if there are questions 
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which they can answer that we propose, we have no doubt that 
they are here today to give us those answers. I should think 
perhaps in view of the situation which confronts us that it 
would be well to start with the system of taxation which we 
have now and see if we understand each other with reference to 
the operation of that system and see whether in fact it produces 
for the state from the railway properties what is a fair share 
of their burden for the support of the state, and whether if we 
attempt to enter upon any other system there are any difficulties 
that are not surmountable by the legislature. 

I venture to suggest that either President Earling or Presi- 


dent Hughitt start this discussion in a general way, open up this 


subject from their standpoint as the presidents and agents of 
the owners of these vast properties, so that we may get the view 
point which they have with reference to this question of enor- 
mous interest before the legislature of Wisconsin today. 

President Marvin JH1ughitt (President of the Chicago & 
North-Western Railw ay): Mr: Chairman and. Gentlemen: 
We are very glad indeed to respond to your invitation. or 
myself and associates, I want to thank you for the spirit in 
which you invited us here. Personally, I am in poor physicai 
condition today to say anything upon any subject. In as much, 
however, as you have postponed this hearing once at my re- 
quest, I thought I must come here, no matter if I was ill. 

The question of taxation of fatlway property, let me say, is 
a very complex one, I think, but so far as the railways of Wis- 
eonsin are concerned I think there is no disposition on their 
part to escape or avoid paying their just share of taxes in this 
state. Naturally they cling with great tenacity to a system 
that has been so long in use in your state. If I had voted in 
this state I should claim to be an old citizen, but as I do not 
vote here, still, corporately [ may claim to be an old citizen, 
because my connection with the North-Western railroad is 
something: like thirty-one years. With this system of license 
tee which is so direct, so easy of computation, and from the 
railway’s standpoint lays a just and equal burden upon rail- 
way property as compared with the whole property of the 
state, we believe it should be unchanged. That opinion might 
be elaborated, and doubtless will be by the representatives of 
other railways. I must be brief in what I have to say, be- 
cause my lungs are not in condition to speak above a whisper 
and it is with great effort that I do so. 

Whether or not the license fee, the license system, in the 
opinion of those gentlemen who have devoted much time to 
the examination of the question, does lay upon the railways 




























1G es 
a just burden of Sead is one, yee ey “Whe: 
burden? I assume, @ just. burden is one where. all 
is included in the general- levy and: none escapes, an 
the license fee no Brien property does escape; it a 
cluded. If you change that system and go to what e! 
of as the ad valorem syste, ‘I think you will encounte 
difficulty. Fairaminded men, men who have no dispo 
whatever to do an injustice, find much difficulty i in fairly 
ing the pz roperty, especially of railways so widely exte 
and covering so-many states as do the railways that are 
volved in the North- Western companies. To arrive at- 
proper valuation of the railway on that basis is difficult. : 
know much has been said about the stock and bond theo Sn 
but in that we do not believe. If you go to other systems han 
the license fee you must value the property locally i in the 
flow is that to be. done Certainly you would: not ee ou 





i. sets and daernsin hae it is ere on “that oe . 
and there is much difficulty in that direction. But I phi 
monished, Mr. Chairman, that I must be ae - The railw 
are here I understand, in ‘the spirit, just as you have suggeste | 
of conference, to find out what is to be done in view of the 
agitation from session to session, of this question. ~The r 
ways would like to have it disposed ‘of,—-as a question not 
ise pene attention and - agitate the legislature he 


ent coe They are Eon great, and I pee woke 
work out as ure as ee present eau Si thank 


as I Ste! are to ap on. te subject, ist I Bie dane the 
T could in the physical condition in which I find myself. — 
‘Senator We Mr. Hu hitt ds quite, ill, but Ts 


cae pertinent inquiries to eh hie’ ac be able: to gi 
answer, and would not be obliged térise. hie 
Senator O'Neil: In some states through Anan your 
road property runs, are you taxed on the ad valorent s 
Mr. Hughit: — In Illinois, yes, sir. — : 
Senator “ON eill: Is the tax more burdensome ther 
it is in Wisconsin ? 
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Mr: Hughitt: No, sir, it is not. 

Senator Whitehead: What is the experience in Lowa, Mr. 
Hughitt, of your company ! | 

Mr. Hughitt: Well, it is the ad Paloremn system there. ‘The 
fax, Myr. Chairman, in AW teconsin is much higher than in other 
states where the North-Western railway operates its lines; 


there is a much higher percentage on the gross or net earn- 
ings, ip is much higher here than the tax paid in other states 


on etha other system ce 
Senator O’Neil: What states do you operate in where they 


have the ad valorem ? 


Mr. Hughitt: In Wyoming, South Dakota, Nebraska, Iowa, 
dIhinois and Michigan. The percentage in Minnesota on the 
gross earnings is three per cent, and Michigan changed its law 
from four per cent on gross earnings to a tax on the ad valorem 
system. : 

Mr. Smalley: In those state that you are taxed under the 


ad valorem system have you experienced any great difficulty 


in arriving at the valuation of your property ? 

Mr. Hughitt: That might best, I think, be illustrated by 
what recently occurred: in the state of Michigan. We are pay- 
ing 4 per cent tax in the state of Michigan on gross earnings 
and they changed their law to the ad valorem system, valuation, 
by a commission, and we have not as yet accepted as conclusive 


- the findings of the commission under the law. It has resulted 


in a very excessive valuation of the North-Western property in 


that state. We have, I think, about 515 miles of railway in 


that state, that is in the northern peninsula of Michigan, and 
about half of it hes under the snow six months in a year, is not 


operated, there are lumbering branches, spur tracks to iron ore 


mines and that sort of things only in use during the season of 
navigation, and by some line of reasoning which we have not 
as yet ascertained they have made the valuation of our property 
there about $28,000 a mile, very much higher per mile ‘than 
is some of the railways of the trunk line roads. Just how that 
is reached we do not know. It is a matter that is being very 


clesely inquired into by the law department of the company. 


Senator Whitehead: Dio you have any state where you oper- 
ate subject to the assessment by the local assessor ? 

Mr. Hughitt: No, sir, the properties are valued in their en- 

irety. I do not now “how you can segregate a railroad by 
townships and counties and value it. The railroad from La 
Crosse to Madison is worth so much to earry freights and pas- 


 gengers over,—you would not set apart that section of the line 


which some of you gentlemen travel over which we call the 
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“tunnel section,” as having any greater value for the purposes — RE a8 
cf transportation than a piece of road in the open country. It 
cost a great deal of money to dig those holes through those = 


hills, but we do not get any more for carrying passengers - 
through those tunnels or hauling freight over it. 

Senator Whitehead: Mr, Earling: “perhaps you will come to. 
Mr. Hughitt’s relief for a little while: ; he is feeling pretty - 
badly. . < apa 
Mr. EKarling (President of C., M. & St. P. Ry.): Mr. Chair. 
man and Gentlemen: I desire, first, to thank you for this invi- 
tation you have extended to us, and first of all to say that the 
railroads,—speaking for the St. Paul road and for some others, 
are perfectly willing at all times to pay their just share of the 
taxes in the state of Wisconsin. I do not know of a railway 
company. that would feel more kindly disposed to the state of a 
Wisconsin than the Milwaukee & St. Paul, because it isacom- = 
pany which is organized under the laws of Wisconsin, and has 
its home in Wisconsin. JI believe, however, that the taxes paid 
by the railways in Wisconsin are more than they should pay, 
and have been ever since the 4 per cent license fee has been in 
existence. The railways of Wisconsin, as I understand it, paid — 
last year about one-eleventh of all the taxes that were paid im 
the state, state, county, school and municipal, and I cannot be- — “3 
lieve that they own one-eleventh of all the taxable property in = 
the state of Wisconsin. I will refer particularly. to one county ~~~ 
and that is Milwaukee county, in which the railroads own more 
property in proportion to the wealth of that county than they do 


in any other county im the state, yet I think no man who is’ ~ Sy 
familiar with that county would say that they own one-eleventh ery 
of all the taxable property, of ‘all the value of that county. It = 
does not seem possible that it could be so. Therefore my con- 
clusion must naturally be that the roads are paying under this 


four per cent license,fee more than their just share. 

In regard to the license fee itself, it is, as you know, change- Set eas 
able. It depends, the amount to be paid in the way of taxes by“. ) 
the railroads, depends upon the business conditions ; whenever te 
the earnings are large the amount of taxes to be paid are also. 
large; Ww ton during times of depression the earnings are small, 
ihe taxes diminish in the same proportion. It seems tome and — ~~ 
always has seemed to me since this question first arose that thes) sae 
license fee system is the simplest way for the railroads to pay 
their taxes into the state, because there are no complications ~ 
whatever in arriving at the values, which is always a difficult % 
problem ; it is simply four per cent upon the gross earnings” ee 
and the computation is easily made. A clerk can make. it. eos; 


ite pe 
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There. is no opportunity whatever for the railroads under that 
system to escape taxation or to conceal any of their property or 
‘omit it. Under the ad valorem system it is quite difficult, it is 


full of complications. We have an experience in other states. 


In Illinois, Iowa and South Dakota it requires a great deal of 
work on he part of the state, and expense, as well as upon the 
railroads; involves a great deal of expense which is entirely 
avoided under this license fee which you have in Wisconsin, 
and the four per cent which is paid by the railways amounting 
to—it will amount this year to probably $1,800,000, which, I 


believe, firmly believe, represents more than the fair share that 


thé railroads should pay. I thank, you, gentlemen, for your at- 
tention. ! 

Senator Whitehead: What sort of burden does it lay on the 
company in the states where you have the ad valorem system, 
Mr. Earling ? 

Mr. Earling: It requires a great deal of clerical force in 
order to apportion, first, the property which belongs to the va- 
rious states; for instance, in the matter of rolling stock, it 1s 
somewhat difficult -to estimate what percentage of the rolling 
stock belongs to this state or that state, because this is a sys- 
tem,—-for instance, the St. Paul road traverses six states,— 
and first to ascertain what proportion of that equipment, a eie 
ing stock, belongs to the state of Wisconsin and what. belongs 
to lowa,—that fact itself is a matter which is extremely diffi- 
cult to determine and one with which the board of assessment 
is seldom satisfied. ; 

Senator Whitehead: After it is ascertained once as it is 
in Iowa, is it a matter of added difficulty, every year? Do you 


‘have to go over the same matter every year? 


Mr. Barling: It changes from year to year, Senator, as the 
equipment chavoee The equipment is taken down and the 
number of cars, the number of locomotives and the number. of 
passenger cars and all those things change each year; then there 
is also a clerical force that is required to assess each division 
of the road within the state. I think Mr. Dudley, tax com- 
missioner of the company, could explain that. to much. better 
satisfaction to you than I ean. He is thoroughly familiar with 
it. 

Senator Whitehead: Do you notice a gradual increase 
every year in the assessment of the property of the company in 
the state ? 

Mr. Earling: There has been an increase during the past 
few years because the roads have increased their equipment, the 
number of cars, the number of locomotives have been largely in- 
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creased, and the track,—additional tracks have beem con- = ~ 
structed and more buildings. New buildings have been con- i 
structed, and additional buildings, and thus additional facili- - ‘ 
ties of all kinds have been provided during the past few.years. 
Senator Whitehead: Do you find it. your experience that _ 
the increase is recognized by the state board of assessment in — 
a legitimate way, due to the legitimate growth of the company -" 
in its business ¢ z Atte 
Mr. Earling: Thus far we have no fault to find in that di — 
rection except in the state of Michigan, which has just this 
year entered upon the ad valorem plan of taxing the railroads. 
Senator Whitehead: You have no standard there to-20) by an 
except this single assessment ? ‘ pee 
Mr. Farling: This single, yes, the first one in that state. 
We had it of course in Alineia: Towa and South Dakota, and 
in Minnesota as Mr, Hughitt has stated, it is on the basis of earek 
a license fee, three per cent upon the gross earnings. ee Ree 
Mr. Smalley: Aside from the fact that phere is some diffi 
eulty in arriving at this on the ad valorem basis, do you not 
think that if property was assessed on the ad valorem basis 1¢ : 
would releve the legislatures of the different states of a great ee 
deal of anxiety every year, as to whether or not railroad com- 
panies were assessed at. what they ought to be, that that would 
establish 1t more permanently, so that it would not be an agita- 
tion all the time? : ein ei 
Mr. Earling: Well, it would be pretty difficult to answer 


that question. I do not know how the people would feel about = = = 
it; I can oniy say this, I can only repeat the fact that the four aye 
per cent. which the state-of Wisconsin 18 now recelving upon SEZ 


the gross earnings represents its full and more than its full 
share of, the taxes that the railroads are paying; therefore, I 
do not see very much cause for agitation. of the question.” tad 

Mr. Smalley: Yes, but nevertheless there is all the time 
and has been and probably will be; now, don’t you think: that-==) ae 


a system like that, am just getting at your opinion whether = = 
or not you think thati that would better matters. Don’t you eee 
think the people would be more liable then to know or think 


that they know at least, that the rate of taxes of railroad Prop 
erty is on an equivalent with other property 2. 

Mr. Earling: No, I do not, for the very simple reason that, 
strange as it may seem, there are comparatively few people, 
men who really know what the railroads of Wisconsin are pay- 
ing, what taxes are being paid by railroads; indeed, from very 
intelligent business men I have heard it said that the rail- 
roads ‘probably do not pay more than ten dollars per mile in 
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the way of taxes on their roads in Wisconsin, when, as a mat- 
ter of fact, it amounts to about three hundred and twenty dol- 
Jars per mile for the St. Paul road. 
Senator Hatten: What is your estimate of the value of a 
mile on which you pay $329 ¢ 
Mr. Earling: You desire to know what I think it would 
cost to maphice it 2 | 
Senator Hatten: You made the statement you thought they 
were paying more than their share; you must base it on the 
value put upon the property and the rate they paid or amount 
~.they paid. What do you consider a mile of the Milwaukee 
& St. Paul road worth on which they paid $320 ? 
Mr. Earling: I consider the value of the mile of road at 
the amount for which it is capitalized, as it stands upon the 
books of the company, which is the average of the entire sys- 
tem. I must go into the entire system again because it stands 
on the books as a system. It is about $34,000 a mile. When 
I say I believe four per cent upon the gross earnings represents 
the full measure of taxes that the railroad should pay and even 
more than that, I base it upon this: that it represents one-elev- 
enth of all the taxes that are paid, and I cannot believe that 
the railroads of the state of Wisconsin own one-eleventh of all 
the property in the state. 
Senator Hatten: When you estimate the value of the prop- 
erty in the state, do you estimate all the property of the state ? 
Mr. Earling: All the property. . 
' Senator Hatten: All of the property whether on the assess- 
ment rolls or not ? 3 | 
My. Earling: All the property in the state. 
Tax Commissioner Gilson: That is, exempt and non-ex- 
-empt ? 
~ Mr.-Earling: -No. 
Tax Commissioner Gilson: Simply the taxable property ? 
Mr. Earling: Taxable property. 
Tax Commissioner Gilson: The dispute arises as to whether 
or not four per cent is a just tax in proportion to the taxes paid 
by other property and the controversy arises. How shall that 
_ controversy be decided, by the committee of the legislature or 
‘by-some other authorier? y 
Mr. Earling: I think that is a question which should be de- 
cided upon the facts as to whether the railroads are not really 
paying their just share. That is the question that is before us 


~~ now, as I understand it. 


Mr. Dahl: Has there been much difficulty in the states whera 
they have the ad valorem taxation, in arriving—as between the 





















Mr, ae on there any "aifiecty 

Mr. Dahl: If there had been much difficulty at the: time th 
law was passed in arriving at that 4 

Mr. Earling: There is more or less difficulty all the eae 
for reasons I stated a moment ago, there are questions arising — 
as to whether more of the rolling “stock, for instance, should not 
be credited to the Lowa lines or MEE lines or South Dake 
lines. ‘Those are always questions which will naturally arise. — 

Mr. Smalley: It is your opinion then is it, if the legislature — : 
was to change the method of taxation of railroads in Wisconsin 
from the icone: fee system to the ad valorem. system, that ‘the 
railways of Wisconsin would pay less taxes to the state than 
they now pay under license fee system @ es 

Mr. Earling: I do not know that that would make any. pane 
ticular difference. If the license fee system is fairly adminis- 
tered and the ad valorem system is fairly administered it ought — 
to make no difference at all in the amount that the ee Pee is 


Senator Whitehead: 
perfectly arbitrary, isn’t it? 
Mr. Earling:  It-is. } me 
Senator Whitehead: There 1s no test of the sufficiency of 1b: 
or equality of it ? i 
Mr, Smalley: I gather from your yemarks vou thought the 
railway companies in this state were paying more than: their 
just share of the taxes at the present time? 
Mr. Earling: I do think so for the reason that, as sr stated 
a moment ago, I can not believe that the railroads own one 
eleventh of all the taxable property of the state of Wisconsi 
considering the real estate, improvements, manufacturing estal 
lishments of all kinds that you have in the state, and persona 
property, it does not seem to-me that it is possible for the r 
roads to represent one-eleventh of that total, and it is for t at x 
reason that I believe the railroads are paying under a four per 25° 
cent license fee more than their just. share. ies 
Mr. Smalley: Well, then, it would) naturally ‘follea of 
course, if the system was changed to the ad valorem system tha 
you would pay possibly a less fax than you now pay? Rae. 
Mr. Earling: There is great difficulty in arriving at the 
value of a railroad: It is not confined to one state, it traverses 
many states and it takes the whole of it to complete the systeia . 
therefore it is difficult to arrive at a just valuation. 
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\ Senator Whitehead: Well, the point that you stated that. 
! _ you believed that the company is paying its share and perhaps 
- more, on the ground that you do not own the proportionate value 
of the property of the the state which the tax would indicate, is 
the very basis of the controversy that is going on in the public 
wind: 
Mr. Earling: Certainly. 
Senator Whitehead: Would you suggest any test, anything 
that would settle that question authoritatively? What sort of 
a test if we retain the percentage system can we engraft onto 
that system to settle the public mind on that proposition, a test 
that will work automatically ¢ 
~My. Earling: I have not given the subject sufficient consid- 
if eration, Senator, to express any views upon it at this time. It 
; is a large question. I realize it, and it is one that would re- 
~~ quire a great deal of thought and a great deal of investigation. 
a Senator Whitehead: Would you regard it a fair proposi- 
Se tion to present, that a test be established of some sort that would 
+ ~—_—s settle the question and take it out of the field of agitation ? 
=. Mr. Harling: For one I should like to see this question set- 
tied,—very naturally, if it can be settled in a just and fair way 
to all interests. If the railroads—speaking for the St. Paul 
road—are not paying their just share of the taxes of the state, 
we desire to do so. We do not wish to escape our just share. 
Lean Senator Hatten: Do you think the railroads pay more than 
_- their share considering only the assessed value of the property 7 
Sieh Mr. Earling: No, I do not mean to convey that. 
Senator Hatten: But do you think that considering only 
the assessed value of the property, do you think they pay more 
‘than their share ? 
joe Mr. Early: No,—not according to the report of the tax com- 
papas mission that would not be so. 
_- Tax Commissioner Gilson: I do not think you understand 
: hfe question. ‘The figures of the Tax Commission are not 
os igh based on the assessed “valuation, but on the true valuation so 
Bie far as it could be obtained, on ‘the average, running back for 
is -mstance seven years; and if the railroad property is to be 
assessed to bring it with other property,.and the per cent is 
yust what the railroads are willing to say that their property 
chould be taxed, on the same basis of other property, then the 
oe same method telatively, so far as possible, should be applied 
RE to the valuation of both pieces, thereby to bring it on the same 
= equality ? 
ei" Mr. Earling: That is perfectly fair. 
_ Tax Commissioner Gilson: Then, if we take seven years in 
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ascertaining the value of property in By state, ‘the 5 
property should be valued on a seven-year basis ?- ite 

Mr. Earling: No, I should have to take axoek tie io ) that, 
Judge Gilson: becarise- a seven-year period does not represent 
the period of very hard times, the depressed times. Those were. 
in ’93, “94, and 795, and up to,—well, up into ’96, when the 
earnings were very small, had been very much reduced and of 
course the taxes that were paid were also- reduced, suffered cor- 
respondingly. Therefore a seven-year period would hardly. be 
fair. Other property did not suffer to the same extent that 
ied eae Bs ae did eunne the see of Sopra 


















sei Bostle sae to the railroads: z 
Senator Hatten: The last seven years? a! eS 
Myr. Earling: Yes. | | a 


Senator Hatten: Seven years including three years of de 


pression? - : 
ee Commies Ones Gilson: That NG be a ator of Eden 


eee of meee oe a decision by a competent tribunal : 
do you think ? mh 
My. Earling: I think any plan nen will throw light upon = 
this subject would be a fair one. Any plan whatever. aoe 
Senator Whitehead: “What would be the difference in ex- 


afd ie ae ene Saiaceid veleress eet of taxatenes 
MM. ee T cannot answer that. question off-hand, As do 


‘2 ami: “You can give tr information ¢ on that subject (address 
ing Mr. Peck). gene 
"Mirc Packs Perhaps, Senator Whitehead, you can make 
more plain. You propose a test to determine whether the | PS 
-centage basis is a just one? aoe are 
Senntae Whitehead: _ Yes, sir. | | Peace ye 
Mr, Peck: Then wouldn’t you have to have two systems at 
the same time to compare? I never heard it suggested | before | 
today. Would you pass a law that they might pay four per 
cent or they might be assessed by the ad valorem yee 
‘see which seein 
Senator Whitehead : No, I did not mean just that, 
Mr. Peck: How can you have a test aoe a "ae sa 
“parison ? ; Oc Ge 





Ne 
| yok 


OTHE SENATE. 825 





























| ehator Saricheat: The proposition of Mr. Earling is, 
‘the railroads pay their share and. more.’ There is a feeling 
Ss the public mind I judge from what I hear, that this is not 
aC -Tecognized as true, so here is a controversy and the legislature 
is called upow to furnish some sort of solution. Certainly it 
Ba. sis to the interest of the railroads to have this controver isy ended. 
ee Mr: Harling recommends that. Now, what kind of a test are 
» we going to suggest as to the’ sufficiency of the percentage sys- 
tem if we keep it? Are we going to guess at it, fix an arbitrary 
rate ? 
a Mr. Peck: It is pretty ¢ easily w orked out by the fioures that 
"are now public, that we are paying more than we ought to. 
ee ‘Senator Whitehead: That is not recognized in the statute 
in any way as a test. 
== Mr. Peck: Why 1 not ¢ Suppose ae were Parts to take the 
figures; the public figures of the state of Wisconsin, the tax 
commissioners’ reports and other public records of the prop- 
erty, suppose it were possible to take the census reports and 
: show that if all the property of this state were taxed we are 
paying a great deal more than our share, would that be a test ? 
test easily made, and if it is, I will andartake to make it. 
- Senator Whitehead: Who is going to make this examina- 
tion. and make the finding ? 
“Mr: Peck: A clerk can make it because it is public and ac- 
bie 
= Be & Commissioner Gilson: Wouldn't be any trouble wth 
2 ‘the state board making it ? 
Mr. Peek: Certainly not, but the state board, Tdue —you 
don’t claim did make it, do yon 7 You have made a very ‘ad- 
mirable. report, I don’t @ritivise you, but a whole lot of prop- 
erty got away from you, didn’t it? Didn’t you report that it 
was impossible under any system ever devised, for all the prop- 
erty, to be ues) ane taxed 2 But, under your PEDEN: ad 


and perhaps: more. 
_ Senator Hatten: That. is, aaeaa propery 


cu ty of. the situation. W ee you find the salut of the rail- 
sads of any of the different theories, you have got a cash value; 
a a ek a man in the state, ee Jadewent | is fal- 


ax x Commissioner Custis: : You mean, Mr. Peck, that some- 
less than all the iraile property is assessed ? 
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Mr. Peck: Yes, 

Tax Commissioner Curtis: And always will be? 

Mr. Peck: Undoubtedly. Mr. Dudley, who was giving me 
some figures on neat cattle, sheep and swine. | Very hard to get 
for the assessor, hard to find even if he has eyes that are trying 
to find, but the census returns show them because they are not 
going to be taxed under that. Now, you have got those figures, 
Mr. Dudley. 

Tax Commissioner Gilson: Do you want to give any figures 
today ¢ i 

Mr. Peck:. No, I don’t. I was asked how we could make a 
test. 

Tax Commissioner Gilson: Who shall settle the question 
when the figtires are presented, who shall determine what they 
mean and what results would be achieved ¢ 

Mr, Peck: The legislature is supreme in this matter under 
the constitution. It is a legislative matter undoubtedly. 

Mr. Dahl: Under the ad valorem system of taxation, Mr. 
Peck, don’t you think that there would be some railroad prop- 
erty that might possibly escape taxation, as well as there would 
be a cow or a calf, something like that, on a farm ? 

Mr. Peck: No, I don’t think so. 

Mr. Dahl: You think it would be assessed better than farm 
property ? 

Mr. Peck: Yes. 

Mr. Dahl: What reason have you for thinking: so ? 

Mr. Peck: Because I assume that you will assess a railcene 
as a unit, in the first place, including the whole of it. I think 
you ought at least to.consider a good many different elements. 
I do not believe in the stock and bond theory, so called, the mar- 
ket value, although I concede that it has been recognized not 
only by taxing boards but to some extent by the-courts. I do 
not think it is-a correct system, but it certainly gets all of the 
pr It is assessed as a unit; every crow-bar, 
every pick and shovel, every hand-car is included in the in the 
value of this unit which you are going to tax. You are going 
to tax the St. Paul road so much to the state of Wisconsin, and 
at its actual value. You are not going to throw off something 
because of friendly relations, any tains of that sort, as they do 
in these local assessments. 











Mr. Dahl: You think the local assessors throw off a little? 


Mr. Peck: Well, the Tax Commission report they do. The 
‘Tax Commission took the assessed value and the consideration in 


a certain number of deeds, under the law of this state, which re- 


quired registers of deeds to report conveyance* so comparison 
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could be inade, and it showed a very marked differénce. I 
don’t remember the percentage, Mr. Gilson, but you do,—I have 
read it, you included that in one of your methods of ascertain- 
ing the actual value, and you had to put the actual value way 
up above the assessed value, and that shows the system is faulty, 
because the assessed value should be the actual value; and the 
report of the Tax Commission shows how much percentage— 

Tax Commissioner Gilson: I think for 1901 about 40 per 
cent, 40 to 45,—we should make it over that, but that would 
be fair. It is less now. 

Mr. Peck—It is less now, thanks, I think very largely: to the 
efforts of the Tax Commission. The assessed value comes more 
near to the approximation of the actual value than it used to, 
but the difference between the assessed’ value today and the 
actual value is a very large percentage, and would run up prob- 
ably into the millions,—yes, I know it would, more than 
millions,—a great many millions. So there’is one of your 
troubles that you have got to start with, and you have got to 
decide whether you will have railway property assessed at its 
actual value, at its market value, at the market value of its 
stocks and bonds for a period of years, and assess other prop- 
_ erty at the valuation that may be placed upon it by the citizens, 
by the people, and a good deal of it escaping entirely, | mean 
_ personal property. And that is a difficulty that is almost in- 
superable in this problem you have to solve. It is a very great 
one. ; | 
Tax Commissioner Curtis: Then is it your idea the legisla- 
ture should simply keep on guessing as to what is the just share 
of the railroad companies ? . 

Mr. Peck: If the legislature will simply keep on guessing 
and get all the assistance they can in making their guess I think 
they will come nearer justice than any ad valorem system that 
is applied to them all at the same time. You are guessing a 
good deal nearer than you did a few years ago, since 1900. It 
is a good many years since the legislature made a guess, but 
somebody guessed the value of property of this state when they 
‘doubled it. 

Tax Commissioner Curtis: I am speaking of guessing for 
the purposes of fixing your rates for taxation ? 

Mr. Peck: I think the rate should be such a rate as will 
produce a corresponding amount on a valuation of the railroad 
property, and you have reached that and gone beyond it for 
years, for a good many years. 

Tax Commissioner Curtis: The last part of your proposi- 
tion is the one which is in controversy. How ean it be settled, 


























that is one of the “Gator for this _eferenes a5 
can that controversy be settled? = ae 
Mr, Peck: I know it is and I wish I were wise 
settle it. I ought not to be talking here, Mr. Curtis; 
foe més Usha got drawn in by the J udge and Mr. ‘Karl 
I do not seek to spring any arguments at all, I am merely ‘ 
‘ing to put a point upon the conference. E feel that I am: 
interloper when I am discussing these questions; it shoulc 
My. Earling and Mr. Hewitt and Mr. Upham, and these gent le 
men who are presidents or executive officers of the railway co co: 
panies, and the committee. SF gies 
Tax Commissioner Gilson: And jhe soriraiteane . Be woe 
Mr. Peck: Well, the committee asked them to come, Bh 
haven’t any right to call on the committee. —— “aay ewes 
Senator Whiteliead: There must be some policy, BE ad v ral 
lorem taxation that we should have to embody. i in a bill, and L aes 
think it would be timely, Judge Gilson, if you were to “sug, | 
what you think would be the main propositions of an ad valor 
bill which might come before this legislature if we were to ta 
_up that line of legislation. I don’ i mean> the particular 
-chinery of it, but Tiuban the general policy that should be p 
sued. in establishing such a system: You have given the mai 
such thought as would enable you, I think, to ee assistan 


brigdy: Soe you apprehend to be the eaiton ee bPa sv ( 
a bill I should like to hear what Mr. Hughitt or Mr. Earli 
or these other gentlemen might offer in regard (o-it. Joan 
Senators Watten: oPremdont Earling, you said a wee : 
$34,000 a mile was what the Milwaukee & St. Pau] road | 
stocked for. Do you consider that a fair cash value or ass 
ment value of the property? What do you consider a fai 
value of an average mile of the Milwaukee & St. Paul? q 
Mr. Earling:. I consider the fair cash value of the proper 
just what it cost, what it stands on the books at which I said w 
about $84,000 a mile. In the Bees :E should say that 
is the fair cash value. | 
Senator Hatten: But suppose a man boug oht a fm 
paid os 000 for it and the. assessor came to him five ye 5 


“That is the book ean is what it cost as > do yo 
‘he assessor ought to be governed by, that, or by the value 
farm at the time of the assessment ? eg 

Mr. Earling: It should be sedecceh ae value at tthe ti 


the assessment is made; certainly. ; a 
Senator Hatten: Then the Milwaukee & St. Paul road D 
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ot Siac should not be considered any more than ie value ex- 
-_ . pressed in the deed, should it ? 

Tees _. Mr. Earlng: For assessing’ purposes it should be assessed - 
2. ~-atcperhaps what it would.cost to reproduce it. That all depends 
- ~~ upon the plan upon which you propose to make the assessment. 


» = _ If you propose to assess railroads upon exactly the same plan 
-- that other preperty is assessed at then it should be upon the 
value of the property as it stands, and cf the railroad, that value 
-~ prob.bly may be ascertained by the cost of its reproduction. 
‘There are many ways, but whether any of these would be fair 
Jam not prepared to say. 
fea oenator-Hatten: ~Do you, ia the Milwaukee & St. Paul 
see ~ road 3 in Wisconsin could be purchased for $34,000 a mile ¢ 
: ~My. Earling: I don’t know whether it could or not. I don’t 
- think there is any one who could answer that question. 
Senator Johnson: It 1s elaimed that the state is at the mercy 
-.-. of the corporations under the license fee system. Is it very dif- 
ficult to state or find out what that is? 
'Mr. Earling: No, sir, itis not so difficult; the earnings are. 
‘\nade up by Hie oe of the conrpany on the basis which’ has 
~_ been established | by the various states.and by the interstate com- 
~~ merce commission, which is a mileage basis. All the earnings, 
for instance, on peti originating ‘and terminating within the 
me precited to Wisconsin lines, all of the interstate traffic is 
- _eredited to the Wisconsin line upon the mileage basis and that 
' — statement is prepared at the end of each year and thé amount 
~ 4s then transmitted to the state authorities and the taxes are 
paid upon. that amount. 3 
eee 2 Setiator Johnson : _ Then there is no occasion for any guess 
work ? | 
Mr. Earling: Absolutely none. Furthermore, the state has 
~ authority to make an examination of. the books of the railroad 
and it did so some—how long ago was that, Mr Hughitt ? 

Mr. Hughitt: Well, there was a legislative inquiry some . 
Awo years ago, I- think; was there not, Mr. Chairman ? 

Mr. Earling: Four years ago; such examination was made 
upon the books of the company and it was found to be correct. 
I wish to reinark right here, | do not believe there is an officer 

of any railroad company who would undertake. to falsify the re- _ 
__ports. He has to make them under oath to’the states and to the 
_ stockholders and to the interstate ecommerce commission, and 
the accounts and books are open to the investigation of the state 
authorities at-any and all times. 

Senator Johnson: Then, there is another argument that is 
used against the license fee s svstem, and that is that under the 
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license a apton the SreMary are very vinabertnk as 
-penses, inditferent whether the state is extravagant or 
their taxes are fixed under the gross earnings and they 
interested in promoting economy in the atiairs of thes 
How is that 4 ‘ oS Se 
My. Earling: Well, that may be so. But there is thi 

be said that the railtoads have always deemed it to be perte 
safe to leave that ee with the ee, thal the yee 


ance. 
S Sseaiator Johnson : Well, there they don’t take 80 aac part ‘ 
-in politics as the ordinary ‘good citizen, They seem to forget — 
good legislation by the reason that” ae are not interested, : 
18, personally { ER 


Mr. Earling: — In fact, I fant say the St. Paul road tal 


very little part in politics. ee 
Senator Johnson: That is one of the, arguments that | 
use against this system. . | 


Mr. Hughitt: Pardon me, but I didn’t indeeetee 
Mr Peck? We ave been. fold many times we hadw’ 
right to take any interest in politics. ae 
Mr. Hughitt: I did not understand your. questions pase: ; 
Senator J ohnson: I said one of the arguments couial a ie 
license fee system was, it is claimed that “the railroads, thei: 
Les being fixed, are indifferent as to the disbursements ote 


Mr. Huchitt: “They: are uanilec ees. in See: respect, 
Senator Bi ohnson: ‘Well, corporations ? ais 
Mr. Hughitt: I don’t know how we could influence the 1 
ter one way or the other as a corporate taxpayer. — “eine 
Senator Johnson: If we changed to the ad valorem sys 
-wouldn’t you be more interested then ? ao hie Aho 
Mr. Hughitt: I think under the ad valorem system : 
_ bly; our principal concern would be about the property 
falired on a0ind different basis than some other ‘property, - 
the property in the state, because of its being valued i 
entirety. You cannot segregate it. You cannot take a mile ~ 
of railway 1 in Sauk county and compare it with a mile of rai rail- | 
way in some other county. You have got to vel the wl ae e, 
property. , ed 
Mr. Earling: In answer to your question, "Senate 
son, more directly: in states where the St. Paul road, or 
stance, is as ssessed upon the ad valorem plan, it takes” ‘no mc 
aritereee na ae expenditures, it has no more to eye and doe 


Aa ES 




















pe ee of ‘the State aa “it does in the state of Winnie 
Senator Johnson: No, but your taxes rise and fall accord- 
ng to economy and extravagance. . | 

Mr. Earling: YThatis true. | . 

Senator Whitehead: Is it your experience Mr. Hughitt, that 
~& they proceed along about the same lines in the different states 
: under the ad alow laws, where they have the ad valorem 
system of taxation, or does each state have its own principle ? 
Se Hughitt: Mx. “Chairman, the practice-is almost uni- 
There is no stock and bond. theory applied, as I under- 
r tand. it in arriving at the value of the properties in the states 
~ where the-ad valorem system prevails. Now, specifically, -and 
_ I think the tax commission speak of it in ee report—at least- 
_ > they are very: well informed upon the subject as to what. is. 


f ee hate is an. es soldi of . the Propeniyy 





“reduced down ih ieuneiioes is ae one All station planes 
a pe ee tracks. and nota that. pertains to the parapher- 
a railway with he instrumentalities 























a “senger cars ase freight cars, and cars of every eet and mov- 
se ble. peers: of that. a is ode tas Reece ie 


ina ep, you buy a new iene you increase it. 
Senator Whitehead: Does it practically come down to just 
hi physical property 4 ENS: 


Pieces of the pacar property. 
i _Mr. Dahl: Then the rate 1s arrived at by tains an ay aes. 


rty, 3 is a a axa ine fate; is Sa ia at in i that way, or » how dos 
hey arrive at the rate? 
3 Mr Bee oS = understand it, the property is valued 


Rciibat that to tha’ s various counties and townships on. _ the 
in track and mileage. 
fr. Dahl: I guess I did ag make myself understood. I 


a AG LO ee the state get at the rate that they ees yor 
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—_ * 


ay on- tne mee oe tae 


“based. on its mileage. i: 


tem, is arrived at in nee method I Hove described.) — Aas 


tion of the local rates, for the benefit of the local treasur . 

























ie 
Mr. Dahl: z do not knew how Ger can. 1 get, at ee See 
Mr.. Hughitt:* Each. becallty has the ee of the » Ww 


Mr. Dahl: And the taxes. are paid i in then i in. each local 
Mr. Hughitt:— Yes, surely. 2 Af Sl ee 
Mr. Dahl: Sane the state ? Ei Eee 
Mr. Hughitt: Surely. ry a 
Tax Commissioner Haugen: This. apportionment i As “nad 

for the purpose of getting at the local rate of taxation, is it ni of 
Mr. Hughitt: This sistem under which the taxes: are pai 


property it is within: the local precinet for taxation, 
Mr. Dahl: Do they pay any state tax then wheter , 
‘Mr. Hughitt: All the taxes the railway hs ee into fs 
ess treasury or local taxing district. Be 
Tax Commissioner Gilson: But that is the total tax? dh 
Mr. Hughitt: Yes, the total tax. ae ee 
Tax Commissioner Gilson: State, county a oak me 
Mr. Hughitt: Yes, that is the total tax. the state s 
not take any out. : 
Tax Commissioner Gilson: oe as it is returned as | 
part of the general state tax, with other property. ~~ > ~~ 
Mr. Euohitt: Yes, but oie value, as [ understand. the 


Mr. Dahl: And that is common in 1 both. ‘Michigan a an 
Towa? ° | fae 
Mr. Hughitt: Michigan has just are they have 
fairly got started, but ie: is the law in Michigan. sone 
Mr. Dahl: They apply it in all the states except ‘Mian 2 
and Wisconsin and the rate is got at in that ae im all thos 
states ? Be. 
Mr. Bowers: TI think this is not ee fair. “The : syst 
in Illinois, Towa and the, other states differs from the Wiscon 
system in that we ynder that license system, all the taxes 
rived from the railroads goes exclusively into the state tre: 
ury, not so in I}linois, Towa and some other states ,—there 
the railroad has been valued as a ‘whole the total assessm 
put upon it 1s apportioned to the different municipalities 1] 
the line in the proportion of the main track mileage, and 1 I 
part, therefore, of the railroad assessment that is so apportione 


tee 


toa particular community is used then locally by the vue 
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that that part of the assessment is subjected to the local rates 

and the larger part of the tax derived from the railways goes 
into the treasury. ‘Then of course, also, the ordinary state rate 
would not apply to all these fragmentary parts of the assess- 
ment for the benefit of the state tax, but it results, instead of 
getting all the railroad tax into the state treasury of Wisconsin, 

it is only a small fraction of it that goes into the state treasury. 
_ Tax Commissioner Haugen: It goes into the state treasury 
in the same ratio the other taxes go into the state treasury. 

Mr. Bowers: Yes, that the other property, but that is a 
minor portion of the tax. 

Mr. Dahl: That system has been in vogue in lowa for sey- 
eral years, has it not, or how long about ¢ 

Mr. Bowers—Oh, indefinitely,—thirty. 

Senator Whitehead: Judge Gilson, would an ad valorem tax 
bill contain any specific rule for the measurement of the prop- 
erty ? | 

Tax Commissioner Gilson: Well, that, of course, would not 
contain any specifie rule for the valuation unless in the act of 
the legislature some specific direction was given for the valua- 

tion. If the property was to be valued by a state board the 
same board should be authorized to make a valuation of the 
general property of the state, so that the railroad property and 
the general property—and when I speak of general property I 
mean all property appearing upon the tax roll—should be val- 
ued on the same basis, that is, that the entire taxable property 
of the state should be ascertained ‘and determined and equalized 
as near as practicable according to the best judgment of any 
board that was authorized to perform -that duty. The local 
ee ‘taxes of the state, both state, county and local, should be ascer- 
ee tained. The value of the railroad property should also be as- 
- —— *_ certained upon the same basis, that is, unless there is specific 
ees direction given in the legislative act as to the particular valua- 
tion, then it should be made so as to reach the true value of the 
property, not by the stock and bond theory, although that should 
os be an evidence to be considered with others. The earnings of 
the company should also be considered and all other facts which 
would shed any light upon the valuation and in.a just system of 
ad valorem taxation by a state board. The railway company 
es should be entitled to be heard, not only as to the valuation of 
their own property, but any facts or statistics or proof that they 
might have in regard to any other property of the state should 
also be presented to that board, so that they would be in position 
to determine both ‘the value of the general property and the 
~ value of the railroad property. 
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Mr. Baldwin: Would you abolish local assessment entirely ? =; 
Judge Gilson: No, we could not do that, but we would not ik eed: 
be governed by the local assessment; it would be necessary to kates 
adopt better methods. | 

Mr. Baldwin: On what assessment would the city taxes, 
township taxes, ete., be computed on your assessment or the 
local assessment ? | 

Tax Commissioner Gilson: On the local assessment; but 
we would not propose after the valuation of railways is made — 
that that should be assigned to local subdivisions for taxation, 
but that the entire property shall be valued and the taxes paid 
into the state treasury in like manner.and lke times that the 
railway license fee now is. 

Tax Commissioner Haugen: They would pay nothing lo- _ ; 
eally. | | ears 

Judge Gilson: Pay nothing locally, and would not pay taxes ne 
at the local rate but at the average rate of taxation throughout 
the state. And the question as to whether the average rate 
which was arrived at by the board on their preliminary inves- 
tigation—the railroad company should be entitled to be heard — 
on that question as well as on the question of their valuation 
and the valuation of the entire property of the state. | ene 495" 

Senator Whitehead: Then, Judge, this state board of as- ge, 
sessment would not. be hampered by the state any more than 
a local assessor is in getting at the valuation ? pee 

Judge Gilson: Not unless it was considered advisable by mane 
the legislature to place restrictions upon their power or to pro- es 
vide that certain definite methods of valuation shall be fol- 
lowed. 7 ee 

Senator Whitehead: JI mean, if the theory on which the oe 
local assessors proceed is to be the theory on which the valua- = 
tions of railway property should be made, the legislature would Toi ee 
not put any restriction in the statute, would it? 

Judge Gilson: It would depend on how much confidence 
they had in the board, I suppose, that was created. If they Ae a 
had a competent boar dito make-the assessment so as to do jus-- ee 
tice between all classes of property, perhaps. the restrictions ah 
ought not to be too closely defined. Jor instance, one ques- 
tion as to the determination of the value of railways in, this 
state, whether or not if their value as a whole should be con- 
Pdnrd whether or not the value in this state shall be assigned 
on a mileage basis, might-be an open question, whether or not 
that would bea just definition of their entire value or whether 
the board might consider as to whether certain portions of the 
railway lines in this state would be worth less or more than paps 
the entire system. ee 








~ 
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T. H. Gill: Would there be any method of reviewing the de- 
cision of the board of assessrment 4 

Judge Gilson: There could be a mode provided for review 
by the supreme court, I presume, or perhaps resort to the local 
courts first, but the review perhaps would be conditioned upon 
a payment of a certain portion of the tax. 

Mr. Gill: Estimated at what was equitable ? 

Judge Gilson: Yes, or if 1t was considered advisable by 
the legislature to make a change to the ad valorem,—from the 
license fee sytem to the ad valorem § system, this method per- 


haps might be adopted, that during the process in which the 


@avusiment was being made, the present license fee system 
might be continued, allowing payments to be made as they are 
now, and then the valuation by the state board say for two 
or tees years; and if the assessment by the-state board and 
the extension of the tax should show, that the railway comipa- 
nies were paying less than they ought, then they should be as- 
sessed for the residue; that is, if the taxes amounted to more 
than a license fee paid by them, then the taxes could be ex- 
tended for the excess, or, if they were paying more under the 
license fee than they ought to pay, the state could refund the 


amount due them. 


Mi. Peck: That affords the test Mr. Whitehead asked me 
for when he asked me what I would suggest for a test. 

Judge Gilson: ‘That would afford a'test, I think, yes. 

Commissioner Curtis: By what-method shoukl that mooted 
question. be settled, was the point, I take it, suggested by Mr. 
Whiiehead’s question. 

Mr. Dahl: Mr. Hughitt, in the state of Iowa during all 
these thirty years the ad valorem system has been in vogue there, 
have there been any objections, systematic attempts to raise the 
taxation, was there any trouble with the railroad company as to 
their not paying their just share, or paying too much,—any- 
thing of that kind? Or has it been easier there comparatively 
to other states where they have the license fee system, to get 
at, and satisfactory to the people and the railroads both ? 

Mr, Hughitt: We appear every year before a state body 
regarding the amount of taxes. It is as large’ a question with 
the railroad companies where the ad valorem system prevails 
as it is with the individual; and it is a large question all the 
while, every year as to the valuations. 

Mr. Dahl: But not as'to the rate of taxes, provided the 
amount when they are once fixed; the poopie are satisfied, are 
they not, as a rule, the people of ‘the state ? 

Mr. Hughitt: A proper assessment, the value is always a 
question to be considered. 
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Mr. Dahl: Yes, the value, but I mean the amount that the es ae 
company pays in, is it generally conceded that they are paymg == 
just their share, ‘not any too much or any too little, acon ee a 


to other property ? aes 
Mr. Hughitt: It is always a matter of controversy on both it 
sides whether the railway is paying as much as it ought to, or 
whether the valuation is as high as it should be. Better chs 
Mr. Dahl: Isn’t it just. as easy to get at an equitable valua- aie 
tion of the property as it is for the legislature to get at the-per-3 sa. ee 
centage of tax to be charged to the company ? Can 38 get at | 
one. easier than you can the other ¢ . 
Mr. Hughitt: I would say it is quite as difficult one way & 
as the other. gs 
Mr. Dahl: You look at it in one way and perhaps the legis 
lature may in another and pretty hard to find out who is right 
and who is wrong? rE 
Mr. Hughitt: All taxes are on that basis and subject to that 


controversy, I believe. There is no difference about that. 
Everybody has the feeling that the tax he pays is too high. a 

Mr. Dahl: I guess that is quite general. . mee bee 

Senator Wiitchoads There is another class of railroad taxes 
that will be affected by. a change in the law, and that is the class = 
which pays so much a mile. I think there are several such ep) 
roads represented here this afternoon. JI see Mr. James here |= 
and. Mr. Fairchild. What would be the effect with reference ah 
to the rate of taxation under the operation of the ad valorem le 
law. Mr. Upham, can you give us any help on that proposi- = 
tion ¢ - eo 


Mr. Upham: I can say this, gentlemen, that while the rail-- 4 = 
roads or class of railroads that ee represent is very insignificant a 
in comparison to the two big railroads, still the question of tax- ~ 
ation, so far as it affects these small roads, is a very vital one 
and probably it is of more vital importance to us relatively, and = 
I might also say to the state of Wisconsin, than is the question »  —__ 
of the taxation of these larger roads. These large roads are 
dividend paying roads, they are personally able to pay the taxes, 
that is their just proportion: whereas the class of roads that I 
represent are not able to pay any taxes whatever, and we stand 
here claiming the right that we should not be taxed. WhatI 
mean by that is this: the policy of the state of Wisconsin fon 
years back has been to encourage the building of railroads. 
There was a time when you invited the North-Western to come 
into Wisconsin and build a railroad and you invited the St. 
Paul to come into Wisconsin and build a railroad and you in-— 
vited the Wisconsin Central to come here and build a railroad 
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and you offered them some inducement to come here in the way 
of giving them very low rates of taxation and exempting even 
their land grants from taxation. And why? So that you. 
could build up the state of Wisconsin.: Yow wanted the cap- 
italists from outside of the state to come here, bring their 
money here and you promised them a low rate of taxation if 


they would come here and furnish the capital and build up the 


railroads, and they have done so and the results have been that 


- your state has increased in value, your farming lands, your 
water powers, and all the other property has increased in value. 


And why? because you invited these men to come here and in- 
vest their capital, and you promised them a low rate of taxation. 
and you gave it to them, and you promised them that they 
should have a low rate of taxation until they became self-sus- 
taining, and for that very purpose the license fee was adopted. 
in this state. Now, if you adopt the ad valorem system you de- 
stroy the possibility of making a distinction between a new road 
that 1s not capable of paying any dividend, hardly paying the 


operating expenses, and another road that has existed for years 


and built up the country and that is capable of earning enough 


to pay taxes and pay dividends. If you adopt the ad valorem 


system you must provide in that ad valorem system in order to 


lo justice to these. new railroads and to invite other people to. 


come into this state and invest their money in railroads, you 


must adopt some provision in that ad valorem system by which 
in assessing the value of the roads you should take into consid- 


eration the earning powers of that road. The cost of building 
a little road or a new road is no. basis of its value. The only 
basis would be its earning power and a new road, as a rule, has 
no earning power, has no earning power as a rule until the- 
country had been developed. If you were to tax the Wisconsin 
Western on the basis of ten thousand dollars a mile or twenty 
thousand dollars a mile—and we have portions of.that road that 
has cost over-forty thousand dollars a mile—if you were to as- 
sess it ad valorem upon that basis you would be doing us a 
great injustice. : 

Now, the history of this little road is like the history of many 


roads here in Wisconsin. ‘The state of Wisconsin is not thor- 


oughly developed as to railroads. You have two great rail- - 


_-roads—three and possibly branches of others, but there are other- 


portions of the state of Wisconsin that have no railroad and 


they want railroads and-cannot get them unless you encourage 
< 7 t dS 


the building of railroads. The Kickapoo road, which was the 
predecessor of the Wisconsin Western road, was started, I think, 
somewheres in ’87. The valley had been denuded of its tim-- 
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ber, there was nothing left ion but the bare Sassi of ae 
velopment by settlements. The timber had all been cut and 
floated down the streams and the lands were not worth anything 


for farming, they were not settled, and owing to that condition — 
of affairs certain capitalists conceived the idea of building a — 


railroad up the Kickapoo valley. 

Senator Whitehead: Mr. Upham, you wouldn’t put any lim- 
itation in the ad valorem statute,. would you? The commis- 
sioners should proceed along certain lines, or the state board 
of assessment, to find the value of your road, should they not ? 

Mr. Upham: Certainly I should, and I should put in. other 
strong provisions, that if the railroad was not earning suffi- 
cient to pay its operating expenses, if the capitalists that were 
operating that road had to annually go down into their pockets 
in order to produce money to keep the road in operation, that 
they should be exempt from taxation. 


Senator Whitehead: Would not that be évidence of the 


value? If you were not making any money ¢ 


/ 


Mr..-Upham:. It is not in ihe way I ordinarily talk sith: 


these assessors; they tell me a farmer that is unfortunate 
enough to have a farm he don’t get anything from, don’t make 
any money out of it, he has to pay the taxes on his farm. His 


valuation of his land is just the same as the farmer’s who is _ 


more prudent, and more skillful and earns a competency; but 
a railroad is an entirely different proposition. é 


Senator Whitehead: You are taxed five dollars a mile, are~ 


you not, now ¢ 
Mr. Upham: Yes. , 
Senator Whitehead: That is a perfectly arbitrary basis ? 
Mr. Upham: — It is an arbitrary tax. ated 
Senator Whitehead: There is no science about it, no rela 
tion to any other part of our tax system logically. 


Mr. Upham: No, sir, but that is a solemn promise on the f 
-part of the state of Wisconsin; it was the law at the time the: 


road was built, and while the legislature has the authority 
to change that we have a perfect right to rely upon what Chief 
Justice Ryan said in the decision ‘of the Potter law, that “It 
will never be presumed the legislature of the state of Wiscon- 
sin will violate any promise that it has made to foreign cap- 


italists in coming’ into this state and bringing their money here, © 
that it will tax them so as to be burdensome or to destroy their — 


property ;” and that is exactly the position these small roads 


occupy here today. The promoters of this road started it in 
about ’?87 to develop the Kickapoo valley. They put in a large 


sum of money, they lost every cent of it. The railroad was” 
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reorganized and passed into the hands of others. It was 
bonded for some six hundred thousand dollars. The road 
would not pay the interest on the bonds and the bonds were 
foreclosed and a receiver was appointed in the foreclosure pro- 
ceeding and this road was operated by the Western District 
of Wisconsin in the United States court for several years. And 
the judge of that court in order to keep the road finning and 
pay the operating expenses issued receiver’s certificates from 
time 1o time, and issued them up to the amount of four hun- 
dred thousand dollars, and then he could issue no more for 
the reason that nobody could be found to purchase the re- 
eceiver’s certificates, and the road was foreclosed under these 
receiver's certificates and passed to the hands of the present 
operators; and these present operators since they have had it 
three years have had to put their hands into their pockets to 


the amount of $94,000 to keep it going; and for whom have 


they been keeping it going? for nobody under the sun of 


God but the people that live in that valley. The men who in- 


vested the money have not drawn out one cent. 

Senator Whitehead: We cannot try this case now. 

Mr. Upham: [Excuse me; the farmers in that vicinity of 
that valley have had their lands more than doubled in value,. 


ard the owners of this road ask the state of Wisconsin to ad- 


here to the promise that. they held out when the road was built 
and when the money was invested there, that they would favor 


these small roads and favor the building of new ones. 


Senator Whitehead: That is the answer that such roads as 


‘yours would make to a proposition to-pass from the percentage 


to an ad valorem ? 
Mr. Upham: Yes, sir. 
Senator Whitehead: That it would be violating the pledge 


of the state ? 


Mx. Upham: We would not object to an increase, say, 
trom five dollars to ten dollars a mile; we are better able to 
pay ten dollars a mile now than we were five dollars a few- 


years ago. 


Senator Whitehead: But there would not be any scientific 


| justification for that, would there 2 


My. Upham: Nee air, almost the same, the same scientific 


justification that there hag always been in the policy of the 


state of Wisconsin to invite foreign capitalists to eome into 
the state and build railroads. Now, there are plenty of places 
in the state of Wisconsin that need to have these little roads 
built, but they cannot he operated if they are to be taxed, and 
the state of Wisconsin by adopting such a policy would pre- 


vent the development. of their own resources. 
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Mr. Dahl: Who do you represent? Oo re 
Mr. Upham: ‘The Wisconsin Western. Because the license = = = 
system, affords this method which has been the policy of (hens 
state right along, to encourage these little roads until they be- 
come ee sustaining, we think the system should be adhered: 
to. . 

Senator Whitehead: Mr. Woodman, are you on a mileage 2 = 
basis or a percentage ? CP a? 

Mr. Woodman;: Both systems. — aren: 

Senator Whitehead: What would be the effect on property’ > se 
taxed as you are to change from the percentage to the ad valo- 
rem 4 oe ne ae 

Mr. Woodman: I cannot foretell that. JI do not see how aa 
any cne can foretell what the effect would be. I am also in- oe 
terested somewhat in a little railroad up in. Michigan where 
they have recently changed from the license ‘system, to the ad— Re 
valoreu: «Under the license system our tax was-$3,000; un- 
der the last assessment just made at Lansing, the tax ne pay i 
is $15,000. There is an increase under the license system aa 
of $3,000 to the ad valorem of $15,000, which we consider Bae oh gee 
ovat: 

Mr. Hughitt: I[.would say in confirmation. of that state- 
ment that eB: North-Western company built a branch road up 
in Michigan, about 35 miles, purely for the purpose of get- = 
ting out the timber along the line; cost about $6,000 a mile 
to build it, and it is valued by this tax commission under this = 
Michigan law at $28,000 a mile, and under that system of 
course we will have no pioneer roads. The taxes would be 
more than the net.income from operating the property. - Ge 

Senator Whitehead: The Michigan system would differ 
from the Iowa, would it not,—they take into account something 
more than the ‘physical property? % | 

Mr. Hughitt: We have not been able yet to ascertain what 
they did, and we hope to in time, when it has gone through the 
committee and tisual machinery for the ascertainment of the 
facts that are hidden. It-may be disclosed how they made such 
valuation, but I merely wanted to sustain this fact. | a Sree 

Mr. Dah: I suppose you will contest whether you pay ua ae 
taxes on that ? eee 

Mr. Hughitt: I would not like to say what we will do about 
it. That is of course unknown. 

Judge Gilson: I would like to ask you whether that peace 
you speak of separately there, did they figure per mile or was 
it a part of the systém ? ae 

Mr. Hughitt: They took the whole road and applied the ae es - 


\ 


¢ 
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tes “Yo a all the spurs and Aa Sate wood roads 
yplied it under the system 1 in eee ‘took the com- 
ys property rate. 

_ Commissioner Surtie: $28, 000 per files was the average 
5 Tuation per mile placed by the state board upon the North: 
 Western’s mileage property in Michigan? , 

- Mr. Hughitt: Yes, $28,000 a mile. 
_. Commissioner Curtis: That i is the average valuation 2 
ant, ee: Yes, it 1s the valuation. The anes of 





Be Gorittissione: foes In ‘valuing the property of Michi- 
gan did they value the entire property pro rata and then appor- 
tion it to Michigan on the mileage basis, or r value only the part 
: in: Michig an ? 


Mr. Hig hitt: - That is what we have been unable to ascer- 


= Be henicaioner Haugen: ~You do not know that? 
Mr, Hughitt: We ; are e seeking light on that subject. 
5 Commissioner | ‘Haugen: Your pues in ee is 


ee viould be 2 
“s . Hughitt: 


We think SO because a large oe of the mile- 

















Yer CV yap . 

e Sais: “Whiteliead How are these state ends in other. 
states where you have the ad valorem system, ex-officio. boards, 
elected boards, or appointed by the governor ? 


Ee ee i will ask Mr. Bowers s, as I am not in voice to 


ey I I tiiink Mr. Dudley is really more “familiar 
h ait than : but what I know I shall vad to say. In Iowa the 


sts of the pererder! secretary of state, atte sarlieer and treas- 
rer. In South Dakota it is made by a similar board. In TIli- 
nois. the assessment is made by an elective body, one member 
ing elected from each congressional district in the state. As 
that i inquiry, Senator, I think it may be said generally that 
re 1s no definite practice as yet in the United States. Some 
S it is one way and some times the other. — 

ator Whitehead: ’ Have rou observed or are you ee 
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0 express any opinion wae ahs io the. iene of 
tive as against the ex-officio or appointive boards ? y ee 
* Mr. Bowers: Well; there i is a great deal to be ¢ sone 
that connection, of course. ui think ee the elective 


that system is Uronshe into more made reupome to. “the 
Cee demand and 1 is in closer touch with the on 


definite: opinion about it. - yi a RS: 
Senator Whitehead: Of course that is a question we sh 
have to settle if we are to change to the ad valorem system. : 
would be of very vital concern to the legislature to settle it right 
(Addressing Judge Gilson): Are there any other proposi 
tions relating to an ad valorem system as it might be established: 
in this state that should be considered here this afternoon? — 
J udge Gilson: I don’t think of one Se now. ae 


oe pretty ‘thoroughly: i would oat Mr. ees if] 
- thinks the elective system is good, whether or not if the legi 
ture of Wisconsin abound: decide to create a ees whethe 


it to them, cae one or iw state fiers, to ee in making 
valuation, “uhozare responsible to the people? _ oe 
Mr. Bowers: That is.a question, J udge, that I have iv 


or Rae It is a difficult question. There are a great man 
sides | to it. I think I have stated it with exact fairness i in what ney 


ay Judge. 
Senator Whitehead: BY ‘choulds be elad if some oe ihe” a 
sentatives of the smaller roads would offer pees — 


coebloais that are aes different j in some respects from 
large roads. ge 

Mr. James—Mr. isin ee I do not know as I ean “say 
thing more than Mr, Upham has said for the benefit of the 
roads, orca es one thing. I noticed up in Mae ps 


itl this operating, and he has had no roads that were wm 
water, because if he cannot operate thal portion he ean dr A 
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ee. baits of his a Oe so eae ean pay taxes while these _ 
others are tied up entirely. This reminds me of the days of 
1875, at the time the Wisconsin Central was struggling to build 
; ~ that. portion of the road to get into Ashland. A bill came up to 
exempt from. taxation those lands so that they could borrow 
money and build the balance of that road. I “remember that 
members of the legislature voted against the proposition on the 
_- general principle ‘that. the wiles should pay their share of 
- taxation, that we should not make it burdensome upon the peo- 
_ ple up there, and the next day the members of the legislature 
‘were satisfied they did wrong and they re-considered that vote 
and. exempted those lands from taxation, enabling the Wiscon- 
sin Central railroad to borrow money and: open up that country 
to Ashland, since which time that country has improved. You 
must Perens bor that in Wisconsin there is a large amount of 
Be ‘territory that needs small roads. It is the small roads that will | 
oe suffer by this unjust taxation. The St. Paul road and the 
- North- ‘Western road can take care of themselves. It is all the 
Esheorle that we have got to look after and I want to congratulate 
the members of this committee -in the manner in which they 
_ have started out-to get at the facts and conditions. I wantthem 
i to ever bear in Fat that these small roads must depend upon, 
_ the main roads in order to live. . That there are places in Wis- 
+ eonsin that have trebled in popalanion’s in the last-three years in 
consequence of the facilities that have been given them by the 
as railroads. It is those roads that need aid and assistance. These 
other roads can get along as well as the people of Wisconsin. 
~ One is dependent upon the other. But these small roads can 
not live without some assistance, some outlet from the trunk 
3 _ lines. They have got to have some way to get out. They have 
Vi - got to nae. their rolling stock, they have got to are their spurs. 


eaaliars ie bells I endorsed the Cat system is eres dol- 
| _dars a mile for roads earning less than Bee hundred dollar s— 


sin bir ate on its gross eamings, —l]I ink Iam aenlie soe6 to 
thousand dollars ; then I “ilink ébramhenees the four per 


Pe ye as. Ss ames : Ties is bred sige up, there are roads coming: 
a up ae SO Cae may Haye to pay two es cent. An- 


ane haw are times, you Spans Silas railroads have 


serious accidents. That ‘interferes with fie earnings. 


= 


~ 
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Tt. seems to me that one is a “condition: and another 


-ditions ander which they have pot to Sa a ae jus what 
they have got to put up of a fixed valuation so that capital wi 
invest, that makes the stock good, and when they make mone 
they give employment to their employees. - -I remember time an 
time ‘and again when we have knocked at the halls of these door 
here, to fale care of the employees of the railroads. I have n t 
heard anything of that for years. It seems to me the railroad 
are taking care of their men. Their men seem to be satisfied. 
They have their different organizations. If they have an, 
grievances they go to the presidents of these roads and they. set 
tle it between themselves. Am I not correct? Now, th 
there are two main issues, that is, labor and capital. You ta 

care of those two elements and your industries go on, then you 
can take care of the producers and help him to. the consume 
You can not do it without railroads; you must have them 
These railroads that pass through our state into other stat 
they can get along because they. can curtail. You go back to 
the history of 1875 and you find the law was that well kno 
as the Potter Law, was burdensome and the people wanted 
repealed. The Hiei ers that voted for that bill came back her 
and voted to ae it, and since that time erat the pe 20 


are ema you Hight say it is co- Sportive The vattroate 
cannot get alotig saithiout the people nor the people cannot g¢ 
along without the railroads. I know but very little about r 
rend sae I know but very little about anything, but if there 
anything I know gee better. than. I do” another, that face | 


canine pat ee without eee Mr. ee iene of th 
Kickapoo road. They have made this year—I hate to 
away the secrets but [ might as well do it—they have earn 
$62,007, and it cost them $61, 600 and some odd dollars. TI 
have got a little over $300 as net earning to declare a divid ond 
on—no to apply on the interest of the receiver’s certificate 
and after they have applied that on the principal of the $400, 
000, which amounts with the interest to over $650,000, i 
you can see how much they will have to apply on the stock. 
Mr. Upham: You have lett out $22,000 ; $94, POD have | 
borrowed and expended. — 2 Bt 
Mr. James: Now, Ihave peak it has an aimed 
small roads are coming up and. Hise ee nice returns. | = 


1903.] THE SENATE. 345 


not remember the time when they were not saying something 
against the railroads. The fact is that every dollar that I 
could charge up to betterment, I did. I was anxious to make 
a showing if possible. If I came to a bridge that I thought 
wasn’t worth very much, I kicked it out of the- way, 
go down the Kickapoo, and put a new one in. Every old cul- 
vert J found, I put a new one in and charged it up to bet- 
terments. I told Mr. Upham to charge it up to betterment. 
I charged $22,000 this last year for betterments. Now, I 

want to be fair; it is a question of whether I should charge 
up interest on this borrowed capital or not. I donated large 
amounts. There was a little over $4,000, and I borrowed 
$94,000. That is a personal debt that I have got to wipe out; 
have paid $4,100 interest, but I will let that be if you say, 
take that out. The taxes amounted to five dollars per mile; 
that would make the net earnings about forty—well, about four 
thousand four hundred, and interest, the accrued interest, and 
the amount that we have already paid out makes, I would say, . 
about $750,000. 

Mr. Upham: Yes, but you don’t state the whole facts. 

Mr. James: Well I can’t state them all at once—too much 
of them. 

Mr. Upham: You have got the figures mixed up. _ I have to 
furnish the money for this thing so I know. Mr. James has 
only produced to me about $61,000, and I have had to send to 
him about $84,000. Over $22,000—I don’t know how we can 
fix it up in the figures, I know I have paid out $22,000 more 
than he has charged to me. 

Mr. James: I[ will explain it.” The state of Wisconsin ran 
that road a while under the receiver. I think the judge of the 
court had the control of the receiver. That receiver in six 
years drew a little over $3,000 expenses traveling back and 
forth, and I guess that is all right, I don’t think he had any too 
much, but I find nothing for salary for him. But I have been 
informed the court allowed him a salary and that should be 
charged up to that expense account, ‘but here after Mr. Upham 
turns that road over to me, each month find there is about: 
$22,000 against the road that is due for labor, there is over 
$16,000 for material furnished. Now that $94,000 had to take 
the $22,000 out of it to pay these men off, keep peace—and: 
the balance of it went into betterment, 

I want to give you just a few figures to show you what this; 
road has dori: It is brief, won’t fk over half a page. Yow 
want to get at the facts, I icnow you do, I am satisfied you do. | 
You have started in the right direction to do it. Just keep right, 
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along, make these fellows come here. Suppose they come half 
a dozen times, make them give you what information you want, 
that is all right, you should do it. 
Now this road I take the fiscal reports of the railroad com- 
missioner for ten years. In ten years they earned $305,627.23. 
The operating expenses was $377,086.44, leaving a deficit of 
$71,459.21. Added to this should be salary for five years un- 
der the receiver if his salary was $5,000 a year, and I am led to 
believe that was what it was, would be $25,000, which would 
make a deficit of $96,459.24. That is in ten years up to the™ 
last fiseal report, taken in June 30, 1902. That is why I say, 
Mr. Chairman, that in looking this thing over carefully, get all 
the facts and see what condition it is going to leave the major- — 
ity of people that need the facilities. ‘a 
If you create a tax that will-make it burdensome upon the 
road the probabilities are that the building of railroads will stop. 
Who will pay the money—as Mr. Upham says this the fourth 
company that has undertaken to operate this road, and I 
know communities that are anxious and trying every way and ~ 
are offering all kinds of inducements to have men come in and 
build railroads, but it don’t look very favorable. 
Senator Whitehead called upon W. W. Baldwin, assistant to : 
the president of the C., B. & Q. R. R., who spoke as follows: ese 
Mr. Baldwin: I represent the Burlington. I am quite nae 
hoarse, ill myself. Our interest is comparatively small in Wis- 
consin. We have 222 miles of a system of 8,500 miles. I 


think I may be able to give some information in response to an ae 
inquiry of the gentleman who sits over there (referring to Mr. Aa 
Dahl) as to the actual results in those states where the ad — i23 
valorem system now prevails and has prevailed for many years. 


The Burlington system is operated in eleven different states, 
and in all those states the ad valorem. system! prevails except in 
Wisconsin and Minnesota, and I have prepared statements of Se 
the amount of taxes that we pay per mile in each of these states ‘ 
for the year 1900. We pay the highest rate per mile in this 
state. J do not include in this the state of Illinois for special 
reasons which I will give. 


In the state of Nebraska we pay $190 per mile; in Iowa we smears, 
pay $170 per mile, in Kansas $170, in Missouri $150, in Col- “te ie 
orado $140, in South Dakota $115, in Wyoming $110, in Mon- 
tana $40, in Wisconsin for the same year we paid $275 permile. = 


I think it is worth your while to ponder a little upon these 
figures. 7 

Tax Commissioner Haugen: Do you take those figures from 
the interstate commerce commission’s report ? 
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Mr. Baldwin: No, sir. I take them from our own book. 
Tax Commissioner Haugen: They do not correspond with 

the interstate commerce commissioner ¢ 
Mr. Baldwin: I think they do, yes sir. I have given it by 


states. 


Tax Commissioner Haugen: 0, yes, for your company. 

Mr. Baldwin: Yes, sir. 

Tax Commissioner Haugen: That is right. 

Mr. Baldwin: | Now, take our entire read in this state and 
in the state of Wisconsin these 222 miles in Wisconsin and about 
109 in Illinois, we paid last year on that line in Illinois $260 a 
mile on the ad valorem system. We paid in Wisconsin $290 a 
mile. We paid over $64,000 in taxes in Wisconsin last year. 
Now, it does not follow, of course, that because different rates 
per mile prevail in the different states that the roads are all of 
the same value, but now to illustrate the mixed problem that 
will be before you or before any tribunal, or ought to be, that 
will take up the question of what we call the ad valorem system, 
just make a comparison as you can and I will not take but a 
moment to do it, of the state of Missouri, for instance, with the 
state of Wisconsin. ‘ 

Now in Wisconsin we have just a single track, there is no 


_double-track railroad, we have no terminal facilities in Wiscon- 


sin. The road is built as you know along the river bank. In 
the state-of Missouri we have a valuable system of railroads. 


We have terminals in the city of St. Louis which cost recently, 


between. six and seven millions of dollars. We have three ex- 
pensive bridges over the Missouri river; we have valuable termi- 
nals in Kansas City and St. Joseph, and the main line of the 
Hannibal road crosses the state of Missouri, its trunk line road 
fed from the tremendous trunk from, the west. Now compare 
that property—you are talking about property and you are talk- 
ing about establishing the ad valorem system—we pay today un- 
der the ad valorem system in the state of Missouri, we pay $150 


a mile-and upon this single track railroad in the state of Wis- 


cousin we are paying today $290 a mile. Well, you say if that 
is so, | should think you would want to go to the ad valorem 
system; if the effect of that is going to be to reduce your taxes. 
It depends altogether, gentlemen, on how the ad valorem system 
is adininistered. It depends altogether upon that; if the ad 
valorem system is administered in Wisconsin upon the theory 
of the valuation of this line of railroad that we have in the 
state of Wisconsin laid down by your tax commission, if they 
as the tribunal are intrusted with the authority and they apply 
the principle of taking the stock and bond valuation of the C., 


“ who were the men : strongest in the agitation was to drép the ad. i 
































B. & Q. ed aia that Eriol walnatiene me nS. state ol of Wi 
consin on the mileage basis, these taxes that we are now pé iyl 
$275 a mile will be practically double. It depends upon, ‘ 
you administer it. I do not intend at this time—I hope poss 
sibly I may if you open the question to discussion so that we 
can present the full subject I would be pleased if you eared to | 
hear me—lI do not care to go into the matter now; I rather look 
upon it, if we knew we could have the ad valorem system ap Be 
plied in the spirit and in the manner in which it is apphed in — 
Illinois or in Iowa or Nebraska or Missouri and to other prop- 
erty in the state of Wisconsin, so far as I am concerned I would — 3 
not—speaking for the Burlington road—have any objection to — 
the ad valorem system ; but I feel as though you are confronted | 
with a condition in this state, you are confronted with a condi- — 
tion in this state. You must remember, gentlemen, this, that 
-these ad valorem systems in [1linois have been in ax iatenees for 
thirty years; they are the outgrowth of experience, they have” 
come up through the years so that they. have been every year the 
subject of aaeminnents the aU of examination. In Iowa w =P 
have had the system since ’72, for thirty years,—Missouri about cz 
the same. ) \ . 
Now you go into it under certain pressure. oTisontee ie Sy 
as you may, under the impulse of a certain apitations each “ais 
year all have been referring to it and this thing? is being agi-~ 
tated and advocated. Remember this, gentlemen, that the “agi- 
tation will not cease if you adopt the ad valorem system. The 
agitation has not ceased in Towa because we have the ad valo- 
rem system. The railroad spent a good part—a number of 
them a good part of last winter at Des Moines upon this very 
question: and we have the ad valorem system. And strange to 
say, strange to say, the arguments that were advanced by those 
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valorem system and give us the Wisconsin system. Now that” 
is the truth. Give us the Wisconsin system where we will: ‘be 


valorem sys ae you es got to: have a tribanal * The railways 
are bound to be Careers in whom that tribunal shall be. bis 
it is elected they are going to be interested in that. If the gov 
ernor is to be appornted they will also be interested to ‘get th 
right kind of governor. What we want is something automati 
Something Bhat is not the play of party politics and is not sub 
ject to ee as agitation. Don’t expect that you are going to ' 
get rid of agitation upon the subject of railroad taxation be 
adopene she ad valorem system. pice . oe 
Of course this appeals to us in a broader way than thee mere 
Wisconsin way. What I want to see is this, that if that theo 
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that idea of fixing’ the valuations in the first place—as I under- 
stand the Commission they do not propose that the Iowa plan 


or the Illinois plan or, applying the rate which prevails in each 


state of Wisconsin of a million dollars a year 


taxing district shall apply here, but propose a theoretical way 
which they have arrived at by, it seems to me, omitting a great 
deal of the property of Wisconsin, and they also propose or sug- 
gest substantially the arriving at the valuation in a theoretical 
way. Now then, of course if that should be done here, and then 
that principle should be extended to Iowa, and that principle 
be extended to Nebraska and Kansas, why the result would 
make a great deal of difference in the matter of our taxes. Now, 
I will only take your time for one moment longer to show you 
why, so far as the Burlington is concerned, the application of 
these theories, the trial of the experiment, going into it under 
these circumstances, going into it from the information which 
has been laid before you, that if you apply these principles it 
will be demonstrated that the railroads have been robbing the 
if you apply 
these principles it will make a tremendous amount of difference 
to us in states like Kansas and Wyoming and Montana, that is, 
taking a valuation based upon the stock and bonds and carrying 
that value on a strictly ‘mileage basis to those states regardless 
of the value of the property. 

Now, Illinois doesn’t do that. They say, ‘“We have got the 
property there, and we will. tax the property.” But when we 
go to Kansas or to Wyoming or to: Wisconsin the suggestion is 





that we will bring that property, through the stock and bond 
theory, here, and tax it on a basis of the value of the property 


as obtained per mile by the stock and bonds, and that would in- 
crease our valuation in Kansas from what it is now, a million, 
one hundred and twenty-four thousand dollars, to over sixteen 


- million dollars and would increase our taxes from four thousand 


two hundred and fifty dollars to three hundred ninety-three 
thousand dollars, and in Wyoming the change would be from 


thirty-two-thousand to three hundred and sixty-six, and in Mon- 


tana from seventeen thousand to about a hundred and ninety- 
two thousand dollars. The very same principle applies that 
‘substantially is used by the commission in reaching the con- 
clusion that the railroads in Wisconsin are not paying their fair 
share of taxes, because that is all worked out in théir report. 
The rate is worked ont and. the valuation. iss worked out, and 


taking this as the condition and the probable outcome of this 


agitation I simply wanted to eall your attention to the fact of 
the results as they may appear upon the property of the Bur- 
lington road in other states. 

















earnings ; eleven and a half per cent on all Heir an ear 
in the state are being paid in taxes. We pay out of the C., 
& Q. this year one mild: seven hundred thousand dollars tax 3. 


pay neatly ten per cent taxes now all over the country. 

Just pardon me being impressed with the gravity of tee 
ation that this principle shall find foothold by law in Wisc 
sin and be carried into these other states, and what do you st 
pose the railroads are going to be obliged to pay in the matt 
of taxes. There is no reason why that should not be ca 
into Kansas and Wyoming and to Nebraska and elsewher 
same as in Wisconsin, and that influences you because if 
diminish our revenues it diminishes our opportunity to 1 
improvements and to do other things we ought to do in the 
of Wisconsin. But I did not ee to est ale so. mu 
your time. 


‘Senator Whitehead: Is dee panything alse snghedy 
wants to ask about ? 


Si aion of the trouble you have taken, pete ie 
here this afternoon, and if there is nothing farther we Bee 
sider this conference closed. : Pa ae 
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